







Management's Responsibility 


To the Members of The Saskatoon Co-operative Association Limited: 

Management is responsibie for the preparation and presentation of the accompanying financiai statements, inciuding responsibiiity for 
significant accounting judgments and estimates in accordance with Canadian accounting standards for private enterprises. This 
responsibiiity inciudes seiecting appropriate accounting principies and methods, and making decisions affecting the measurement of 
transactions in which objective judgment is required. 

In discharging its responsibilities for the integrity and fairness of the financiai statements, management designs and maintains the 
necessary accounting systems and related internal controls to provide reasonabie assurance that transactions are authorized, assets 
are safeguarded and financiai records are properiy maintained to provide reiiabie information for the preparation of financiai statements. 

The Board of Directors is composed entireiy of Directors who are neither management nor empioyees of the Co-operative. The Board is 
responsibie for overseeing management in the performance of its financiai reporting responsibilities, and for approving the financiai 
information inciuded in the annuai report. The Board fuifiis these responsibiiities by reviewing the financial information prepared by 
management and discussing reievant matters with management, internai auditors, and externai auditors. The Board is aiso responsibie 
for recommending the appointment of the Co-operative’s externai auditors. 

MNP LLP is appointed by the members to audit the financiai statements and report directiy to them; their report foliows. The externai 
auditors have fuil and free access to, and meet periodicaiiy and separateiy with, both the Board and management to discuss their audit 
findings. 


May 25, 2020 



Chief Executive Officer 





Independent Auditor's Report 


MNI> 


To the Members of The Saskatoon Co-operative Association Limited: 

Opinion 


We have audited the financiai statements of The Saskatoon Co-operative Association Limited (the "Co-operative"), which 
comprise the baiance sheet as at January 31, 2020, and the statements of net savings and retained savings and cash flows for 
the year then ended, and notes to the financial statements, including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the 
Co-operative as at January 31, 2020, and the results of its operations and its cash flows for the year then ended in accordance 
with Canadian accounting standards for private enterprises. 

Basis for Opinion 


We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. 
We are independent of the Co-operative in accordance with the ethical requirements that are relevant to our audit of the financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe 
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements 


Management is responsible for the preparation and fair presentation of the financial statements in accordance with Canadian 
accounting standards for private enterprises, and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Co-operative’s ability to continue as a going 
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Co-operative or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Co-operative’s financial reporting process. 

Auditor's Responsibilities for the Audit of the Financial Statements 


Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is 
a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted 
auditing standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of these financial statements. 



Independent Auditor's Report (continued) 


As part of an audit in accordance with Canadian generaiiy accepted auditing standards, we exercise professionai judgment and 
maintain professionai skepticism throughout the audit. We aiso: 

• Identify and assess the risks of materiai misstatement of the financiai statements, whether due to fraud or error, design 
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 
provide a basis for our opinion. The risk of not detecting a materiai misstatement resuiting from fraud is higher than for 
one resuiting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Co-operative’s internal 
control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by management. 

• Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant 
doubt on the Co-operative’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor's report to the related disclosures in the financial statements or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the 
date of our auditor's report. However, future events or conditions may cause the Co-operative to cease to continue as a 
going concern. 

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and 
whether the financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

Report on Other Legal and Regulatory Requirements 


As required by paragraph 11 of the Co-operatives Regulations, 1998, we report that, in our opinion, Canadian accounting 
standards for private enterprises have been applied on a basis consistent with that of the preceding year. 


Saskatoon, Saskatchewan /(>/ 4 /"Z? 

AlA/r^^ 

May 25, 2020 Chartered Professional Accountants 
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The Saskatoon Co-operative Association Limited 
Balance Sheet 
As at January 31,2020 


Current assets 

Cash and cash equivalents 
Accounts receivable (Note 4) 
Income taxes recoverable 
Inventories (Note 6) 

Prepaid expenses 


Investments 

Federated Co-operatives Limited (Note 5(a)) 

Property, plant and equipment (Note 7) 
Goodwill (Note 8) 

Intangible assets (Note 9) 

Total assets 

Current liabilities 

Accounts payable and trust liabilities (Note 11) 

Customer prepaid accounts 

Current portion of long-term debt (Note 12) 

Long-term debt (Note 12) 

Total liabilities 

Members' equity 

Share capital (Note 13) 

Reserves and retained savings (Note 14) 

Total liabilities and members' equity 

Commitments (Note 5(c)) 

Subsequent events (Note 20) 

Contingency (Note 22) 


2020 

2019 

$ 1,586,716 

$ 889,272 

7,260,936 

10,140,313 

2,775,858 

1,469,651 

39,090,044 

37,480,076 

1,858,466 

960,555 

52,572,020 

50,939,867 



58,937,468 


53,359,291 


146,530,665 

11,940,637 

2,718,506 


148,122,276 

11,930,111 

2,844,176 

$ 

272,699,296 

$ 

267,195,721 

$ 

37,924,971 

1,077,752 

$ 

36,610,355 

1,761,080 

296,785 


39,002,723 


38,668,220 


24,326,111 


27,580,000 


63,328,834 


66,248,220 


97,886,406 

97,160,536 

111,484,056 

103,786,965 

209,370,462 

200,947,501 

$ 272,699,296 

$ 267,195,721 


Approved on behalf of the Board of Directors 




Director 


The accompanying notes are an integral part of these financial statements 
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The Saskatoon Co-operative Association Limited 
statement of Net Savings and Statement of Retained Savings 
For the Year Ended January 31, 2020 



2020 

% 


2019 

% 

Saies (Note 15) 

$ 432,001,786 

100.0 

$ 

426,470,577 

100.0 

Cost of goods soid 

358,288,846 

82.9 


355,595,422 

83.4 

Gross margin 

73,712,940 

17.1 


70,875,155 

16.6 

Expenses 






Staff 

51,714,110 

12.0 


44,639,796 

10.5 

Operating and administration 

35,068,591 

8.1 


33,561,682 

7.9 

Net interest (Note 16) 

1,282,069 

0.3 


696,919 

0.2 


88,064,770 

20.4 


78,898,397 

18.6 

Locai ioss from operations 

(14,351,830) 

(3.3) 


(8,023,242) 

(2.0) 

FCL ioyaity program (Note 5(c)) 

1,536,476 

0.4 


- 

- 

Patronage refunds 

20,309,230 

4.7 


30,059,986 

7.0 

Savings before gain on amaigamation and 
income taxes 

7,493,876 

1.8 


22,036,744 

5.0 

Gain on amaigamation (Note 21) 

5,224,635 

1.2 


4,213,076 

1.0 

Savings before income taxes 

12,718,511 

3.0 


26,249,820 

6.0 

Income tax expense (Note 19) 

413,720 

0.1 


3,314,690 

0.8 

Net savings 

$ 12,304,791 

2.9 

$ 

22,935,130 

5.2 


Retained savings, beginning of year 

$ 

$ 

Net savings 

12,304,791 

22,935,130 

Transfer to statutory reserve (Note 14) 

(635,926) 

(1,324,743) 

Transfer to generai reserve (Note 14) 

(6,751,900) 

(12,056,356) 

Patronage aiiocation to members (Note 20(a)) 

(4,916,965) 

(9,554,031) 

Retained savings, end of year (Note 14) 

$ 

$ 


The accompanying notes are an integral part of these financial statements 
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The Saskatoon Co-operative Association Limited 
statement of Cash Flows 
For the Year Ended January 31,2020 



2020 


2019 

Operating activities 

Net savings 

$ 12,304,791 

$ 

22,935,130 

Adjustments for: 

Depreciation 

10,894,050 


10,203,291 

Amortization of intangibie asset 

125,670 


125,670 

FCL patronage refund 

(20,309,230) 


(30,059,986) 

Gain on the disposai of property, piant and equipment 

(3,135) 


(18,241) 

Gain on amaigamation 

(5,224,635) 


(4,213,076) 

Changes in non-cash operating working capitai: 

Accounts receivabie 

2,879,377 


(4,361,060) 

Income taxes recoverabie 

(1,306,207) 


418,625 

Inventories 

(1,609,968) 


(7,022,716) 

Prepaid expenses 

(897,911) 


442,832 

Accounts payabie and trust iiabiiities 

1,314,616 


(12,809,729) 

Customer prepaid accounts 

(683,328) 


249,033 

Net working capitai acquired on amaigamation 

1,397,606 


374,091 

Cash used for operating activities 

(1,118,304) 


(23,736,136) 

Investing activities 

Redemption of FCL shares 

17,763,716 


25,386,762 

Additions to property, piant and equipment 

(2,303,207) 


(8,883,332) 

Additions to intangibie assets 

- 


(707,783) 

Proceeds from the disposai of property, piant and equipment 

35,649 


72,395 

Cash acquired on amaigamation 

659,447 


49,791 

Cash provided by investing activities 

16,155,605 


15,917,833 

Financing activities 

Increase in iong-term debt 

- 


545,146 

Repayment of iong-term debt 

(296,785) 


(1,035,597) 

Change in FCL iines of credit - inciuded in iong-term debt 

(7,933,889) 


14,330,000 

Share capitai issued 

34,270 


35,830 

GST on aiiocation 

326,727 


311,447 

Redemption of share capitai 

(6,470,180) 


(5,919,354) 

Cash provided by (used for) financing activities 

(14,339,857) 


8,267,472 

Net increase in cash and cash equivalents 

697,444 


449,169 

Cash and cash equivalents, beginning of year 

889,272 


440,103 

Cash and cash equivalents, end of year 

$ 1,586,716 

$ 

889,272 


The accompanying notes are an integral part of these financial statements 


CO-OP 


3 






















The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


1. Incorporation and operations 

The Saskatoon Co-operative Association Limited was incorporated under the Co-operatives Act of Saskatchewan 
on January 2, 1936 and Hepburn Co-operative Association Limited was incorporated under the Co-operatives Act 
of Saskatchewan on Aprii 9, 1939. On February 3, 2019, the two co-operatives amaigamated to form The 
Saskatoon Co-operative Association Limited ("the Co-operative"). The primary business of the Co-operative is 
operating retaii petroieum, food, home centre, agricuiturai and iiquor outiets in Saskatoon, Saskatchewan and 
area. 

2. Significant accounting policies 

These financiai statements have been prepared by management in accordance with Canadian accounting 
standards for private enterprises. A precise determination of many assets and iiabiiities is dependent upon future 
events and consequentiy, the preparation of these financiai statements invoives the use of estimates and 
approximations. Areas subject to estimation inciude vaiuation of accounts receivabie, inventory, usefui iife of 
property, piant and equipment, impairment of iong-iived assets, goodwiii, intangibies, income taxes, accrued 
iiabiiities and potentiai contingencies. These estimates aiso affect the disciosure of contingencies at the date of 
the financiai statements and the reported amounts of assets, iiabiiities, revenues and expenses. Actuai resuits 
couid differ from those estimates. 

These financiai statements have been prepared to reflect the foiiowing significant accounting poiicies: 

(a) Definition of financial year 

The Co-operative's financiai year ends on the Saturday ciosest to January 31. 

(b) Cash and cash equivalents 

Cash and cash equivaients are defined as cash and investments with an initiai maturity of iess than three months. 

(c) Inventories 

Inventories are vaiued using a weighted average formuia, first-in first-out method, and the retaii method. 
Inventories are stated at the iower of cost and net reaiizabie vaiue. Costs, inciuding an appropriate portion of fixed 
and variabie overhead expenses, are assigned to inventories by the most appropriate method for that particuiar 
inventory ciass. 

The Co-operative estimates net reaiizabie vaiue as the amount that inventories are expected to be soid for, taking 
into consideration fluctuations of retaii price due to seasonaiity iess estimated costs necessary to make the saie. 
Inventories are written down to net reaiizabie vaiue when the cost of inventories is determined to be not 
recoverabie due to obsoiescence, damage or permanent deciines in seiiing prices. 

(d) Investments 

The Co-operative's investments are accounted for using the cost method. Accordingiy, the investments are 
recorded at acquisition cost, iess any provisions for permanent impairment or adjustments for patronage refunds 
or share redemptions. Aii transactions with FCL are disciosed in a separate note (Note 5). 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


2. Significant accounting policies (continued) 

(e) Financial instruments 

Financial instruments are recorded at fair value on initial recognition and are subsequently recorded at amortized 
cost, unless management has elected to carry the instruments at fair value. The Co-operative has not elected to 
carry any such financial instruments at fair value. Financial instruments, which are subsequently measured at 
amortized cost, are adjusted by transaction and financing costs incurred on acquisition. 

Financial assets are assessed for impairment on an annual basis at the end of the fiscal year if there are 
indicators of impairment. If there is an indicator of impairment, the Co-operative determines if there is a significant 
adverse change in the expected amount or timing of future cash flows from the financial asset. If there is a 
significant adverse change in the expected cash flows, the carrying value of the financial asset is reduced to the 
highest of the present value of the expected cash flows, the amount that could be realized from selling the 
financial asset or the amount the Co-operative could realize by exercising its right to any collateral. If events and 
circumstances reverse in a future period, an impairment loss will be reversed to the extent of the improvement, 
not exceeding the initial carrying value. 


(f) Property, plant and equipment 

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. 
Depreciation is taken over the estimated useful lives of the assets using the following methods and rates: 


Buildings 

Leasehold improvements 
Tanks 

Furniture & equipment 
Computer equipment 
Pavement 
Vehicles 

Parking lot equipment 


Straight-line & declining 
Straight-line 
Declining balance 
Declining balance 
Straight-line 
Declining balance 
Declining balance 
Declining balance 


25 years or 4% -10% 
5-22 years 
10 % - 20 % 

20% - 55% 

3-5 years 
8 % 

30% 

10 % 


Expenditures for maintenance and repairs are charged to operating expenses as incurred. Significant 
expenditures for improvements are capitalized. Gains or losses realized on the disposal of property, plant and 
equipment are reflected in operations in the year of disposition. 


Claims for assistance under various FCL programs are recorded as a reduction of the cost of related assets in the 
period in which eligible expenditures are incurred, with any depreciation calculated on the net amount. 


An impairment loss is recognized when the carrying amount of a long-lived asset is not recoverable and exceeds 
its fair value. No such impairment loss was recorded during the year. 

(g) Asset retirement obligation 

The Co-operative has a liability for an asset retirement obligation in the period in which a legal liability is incurred. 
The liability is based on management's best estimate. The liability is subsequently adjusted for the passage of 
time, which is recognized as an accretion expense in the statement of net savings. The liability is also adjusted 
due to revisions in either the timing or the amount of the original estimated cash flows associated with the liability. 
Actual costs incurred upon settlement of the asset retirement obligations are charged against the asset retirement 
obligation to the extent of the liability recorded. 


CO-OP 


5 




The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


2. Significant accounting policies (continued) 

(h) Share capital 

The Co-operative approves an allocation to members subsequent to year end. The amount is recorded as an 
addition to share capital and a reduction in retained savings. The Co-operative records the redemption of shares 
that is to be paid to members at the time it has been approved by the Board of Directors. 

(i) Revenue recognition 

The Co-operative recognizes revenue when evidence of an arrangement exists, delivery or change of ownership 
has occurred, the price has been determined, and collection is reasonably assured. 

(j) Income taxes 

The Co-operative follows the taxes payable method whereby only current income tax assets and liabilities are 
recognized to the extent they remain unpaid or are recoverable. In addition, the benefit relating to a tax loss 
incurred in the current period and carried back to prior periods is recognized as a current asset. Current income 
tax assets and liabilities are measured using substantively enacted tax rates and laws expected to apply when the 
tax liabilities or assets are to be either settled or realized. 

(k) Goodwill 

Goodwill resulting from business combinations represents the portion of the purchase price that was in excess of 
the fair value of the net identifiable assets acquired. Goodwill is not amortized and is tested for impairment 
whenever changes in circumstances indicate that the carrying amount of the reporting unit to which goodwill is 
assigned exceeds the fair value of the reporting unit. If the carrying value of the reporting unit to which goodwill 
has been assigned exceeds its fair value, then, with respect to the reporting unit’s goodwill, any excess of its 
carrying value over its fair value is expensed. Impairment losses relating to goodwill cannot be reversed in future 
years. 


(I) Intangible assets 


Intangible assets are carried at cost, less accumulated amortization and accumulated impairment losses, if any. 
Finite life intangible assets are tested for impairment when events or circumstances indicate the carrying value 
may not be recoverable. When the recoverable amount is less than the carrying value, an impairment loss is 
recognized in net savings for the year. Intangible assets, once functional, are amortized on a straight-line basis 
over their useful lives. 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


2. Significant accounting policies (continued) 

(m) Business combinations 

Business combinations are accounted for using the acquisition method. The appiication of this method requires 
certain estimates and assumptions especiaiiy concerning the determination of the fair vaiue of the acquired 
intangibie assets, property, piant and equipment, as weii as the iiabiiities assumed at the date of the acquisition, 
based on information avaiiabie at that date. 

At the acquisition date, the Co-operative recognizes, separateiy from goodwiii, the identifiabie assets acquired, the 
iiabiiities assumed and any non-controiiing interest in the subsidiary. Identifiabie assets acquired and iiabiiities 
assumed are measured at their acquisition-date fair vaiues. Any non-controiiing interest in a subsidiary is 
measured either at fair vaiue or at the non-controiiing interest's proportionate share of the subsidiary's identifiabie 
net assets. 

The consideration transferred for each acquisition is measured as the sum of the acquisition-date fair vaiues of 
the assets transferred, the iiabiiities incurred, and equity instruments issued by the Co-operative to obtain controi 
of the subsidiary. 

3. Financial instruments and risk management 

The significant financiai risks to which the Co-operative is exposed are credit risk, interest rate risk, iiquidity risk, 
and commodity price risk. 

(a) Credit risk 

The Co-operative is exposed to credit risk on accounts receivabie from its customers. The Co-operative manages 
credit risk through an active credit management program. The Co-operative does not have a significant exposure 
to any individuai customer. 

(b) Interest rate risk 

Interest rate risk is the risk that the vaiue of a financiai instrument might be adverseiy affected by a change in 
interest rates. Changes in market interest rates may have an effect on cash flows associated with some financiai 
assets and iiabiiities, known as cash flow risk, and on the fair vaiue of other financiai assets or iiabiiities, known as 
price risk. The Co-operative's sensitivity to fluctuations in interest rates is iimited to its cash and debt. The Co¬ 
operative manages its exposure to interest rate risk through floating rate deposits and borrowings. 

(c) Liquidity risk 

Liquidity risk is the risk that the Co-operative wiii encounter difficuity in meeting obiigations associated with 
financiai iiabiiities. The Co-operative is exposed to iiquidity risk arising primariiy from the current obiigations. The 
Co-operative's abiiity to meet obiigations depends on funds generated by its operations. 

(d) Commodity price risk 

The Co-operative enters into transactions to purchase crop production products, for which market prices fluctuate. 
The nature of the Co-operative’s activities exposes it to risk of changes in commodity prices reiated to crop inputs 
that may occur between the time products are received from the suppiier and actuai date of saie to customers. To 
mitigate a portion of this risk, the Co-operative enters into contracts with the suppiier to purchase the product at 
specified prices. 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


4. Account receivable 


2020 2019 


Customer accounts receivable 
Other receivables 
Allowance for doubtful accounts 


$ 7,374,554 

636,382 
(750,000) 

$ 7,260,936 


$ 6,149,615 

4,990,698 

( 1 , 000 , 000 ) 

$ 10,140,313 


5. Transactions with Federated Co-operatives Limited (FCL) 

(a) Patronage refund 

The Co-operative, along with other Co-operatives in Western Canada, own FCL. At the end of each year, FCL 
divides a substantial portion of its net savings among these retail Co-operatives in proportion to the business done 
by each with FCL. During FCL's fiscal year ended October 31,2019, the Co-operative purchased goods 
amounting to $267,686,960 (2018 - $337,887,557) from FCL in the normal course of operations. 

These purchases resulted in a patronage refund from FCL which was received as non-cash consideration in the 
form of additional shares in FCL. FCL, based on its available cash flow, redeemed an amount of FCL shares held 
by the Co-operative. The amounts of the patronage refund and shares redeemed are as follows: 

2020 

Opening investment balance $ 53,359,291 

Patronage refund 20,309,230 

FCL shares from The Watrous Co-operative Association Limited 

FCL shares from Hepburn Co-operative Association Limited 3,032,663 

Share redemptions (17,763,716) 

Closing investment balance $ 58,937,468 


(b) Asset retirement obligation 

The Co-operative participates in a contaminated site management program established by FCL to manage its 
asset retirement obligations. This program limits the Co-operative’s liability to $25,000 per site as long as the Co¬ 
operative continues to exercise due diligence. The Co-operative has 24 sites under this program. Management 
believes that due diligence has been exercised and that the impact of the asset retirement obligation to the Co¬ 
operative's financial statements is not significant. 


2019 

$ 46,008,521 
30,059,986 
2,677,546 

(25,386,762) 
$ 53,359,291 


The Co-operative has one fertilizer site that is covered under the contaminated site management program 
established by FCL. Management cannot make a reasonable estimate of the future asset retirement obligation 
due to the uncertainty of the environmental impact from its fertilizer division. 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


5. Transactions with Federated Co-operatives Limited (FCL) (continued) 

(c) Purchase commitments 

(i) Under the terms of the agreement with FCL, the Co-operative has committed to purchase petroieum products, 
at market price, from FCL for its gas bar and cardiock operations over a ten year period commencing from 
February 2011. Faiiure to meet this commitment wouid require the Co-operative to immediateiy pay outstanding 
gas bar and cardiock ioan baiances owed to FCL, pius repay any gas bar and cardiock grants received, inciuding 
interest on the grants compounded annuaiiy at 10% from the grant date. Totai grants received during this period 
amounted to approximateiy $22,709,629 (2019 - $25,734,165). Management intends to fuifiii aii existing contracts 
with FCL. 


(ii) Under the terms of the agreement with FCL, the Co-operative has committed to purchase petroieum products, 
at market price, from the FCL corporate buik piant over a ten year period commencing from June 2012. Faiiure to 
meet this commitment wouid require the Co-operative to pay a portion of the capitai costs of the buik piant to FCL 
determined by a formuia based upon usage. Management intends to fuifiii aii existing contracts with FCL. 


(iii) Under the terms of the agreement with FCL, the Co-operative has committed to purchase food, pharmacy and 
food-reiated products from FCL and continue to operate certain food stores over periods of ten to thirty years 
depending on the specific contract. Faiiure to meet this commitment without FCL approvai wouid require the Co¬ 
operative to repay the assistance received on a prorated basis. Totai assistance that wouid be repayabie if 
commitments were not met without FCL approvai as at January 31,2020 amounted to $7,600,000 (2019 - 
$ 8 , 000 , 000 ). 

(iv) Under the terms of the agreement with FCL, the Co-operative has committed to purchase fertiiizer products, at 
market price, from FCL over a five year period commencing from Juiy 2016. Faiiure to meet this commitment 
wouid require the Co-operative to pay a termination charge to FCL determined by a formuia based on purchases 
and years remaining in the contract. Management intends to fuifiii aii existing contracts with FCL. 

(v) Under the terms of the agreement with FCL, the Co-operative has committed to purchase at ieast 90% of its 
totai goods from FCL and commits, to the best of its abiiity, to use FCL's services. If the eiigibiiity requirements 
are met, FCL wiii pay the Co-operative, on a quarteriy basis, a Loyaity Payment based on cents per iitre. 


(d) Management agreement 

The Co-operative has a five year management agreement with FCL expiring on January 31,2022. The agreement 
provides for the provision of management services, inciuding business and financiai pianning and operationai 
assistance, by FCL to the Co-operative. The cost to the Co-operative with respect to this agreement was $922,120 
(2019-$571,645). 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


6. Inventories 


2020 2019 

Raw material 
Goods for resale 


$ 39,090,044 $ 37,480,076 


1,622,533 

37,467,511 


989,262 

36,490,814 


The cost of inventories recognized as an expense during the year was $358,058,349 (2019 - $355,578,115). 

7. Property, plant and equipment 




Accumulated 

2020 

2019 


Original Cost 

Depreciation 

Book Value 

Book Value 

Land 

$ 40,862,027 

$ 

$ 40,862,027 

$ 40,325,208 

Buildings 

105,109,834 

33,347,487 

71,762,347 

72,655,275 

Leasehold improvements 

9,239,439 

2,448,232 

6,791,207 

7,246,190 

Tanks 

4,743,274 

3,246,129 

1,497,145 

1,285,174 

Furniture & equipment 

45,386,447 

29,263,161 

16,123,286 

18,769,537 

Computer equipment 

12,209,411 

11,169,179 

1,040,232 

790,351 

Pavement 

10,903,994 

4,151,199 

6,752,795 

5,928,811 

Vehicles 

4,721,957 

3,123,936 

1,598,021 

1,016,640 

Parking lot equipment 

192,263 

112,642 

79,621 

97,748 

Under construction 

23,984 

- 

23,984 

7,342 


$ 233,392,630 

$ 86,861,965 

$ 146,530,665 

$ 148,122,276 


Depreciation for the current year included in operating and administration expense was $10,894,050 (2019 - 
$10,203,291). 


8. Goodwill 

The changes in the carrying amount of goodwill for current year are as follows: 


2020 2019 


Balance, beginning of year 
Additions to goodwill 
Impairment losses 
Balance, end of year 


11,930,111 

10,526 


$ 11,930,111 


$ 11,940,637 $ 11,930,111 


Goodwill acquired on amalgamation with Hepburn Co-operative Association Limited. 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


9. Intangible assets 




Accumulated 

2020 


2019 


Original Cost 

Amortization 

Book Value 


Book Value 

Liquor permit 

$ 707,783 

$ 

$ 707,783 

$ 

707,783 

Market lease 

2,764,743 

754,020 

2,010,723 


2,136,393 


$ 3,472,526 

$ 754,020 

$ 2,718,506 

$ 

2,844,176 


Commerical liquor permit has an indefinite life. 

Market lease with a definite life is amortized on a straight-line basis over 22 years. Amortization for the current 
year end, included in operating and administration expenses was $125,670 (2019 - $125,670) 

10. Line of credit 

The Co-operative has a $1,000,000 line of credit of which no amount has been drawn as at January 31,2020 
(2019 - $nil). The line of credit is secured by a General Security Agreement covering all present and after acquired 
property. Interest on the line of credit is at the prime rate of 3.95% (2019 - 3.95%). 

11. Accounts payable and trust liabilities 



2020 

2019 

FCL payables 

$ 27,410,795 

$ 24,650,457 

Other payables 

9,186,697 

11,642,525 

Trust liabilities: 



Federal fuel charge 

650,212 

- 

Provincial sales tax 

330,025 

225,467 

Goods and services tax 

175,615 

- 

Liquor consumption tax 

170,922 

67,313 

Payroll deductions 

705 

24,593 


$ 37,924,971 $ 36,610,355 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


12. Long-term debt 




Total 

2020 

Current Portion 

2020 

Deferred Portion 

2019 

Current Portion 

2019 

Deferred Portion 

FCL lines of credit*^^ 
FCL<^) 

$ 

24,326,111 

$ 

$ 

24,326,111 

$ 

296,785 

$ 

27,580,000 


$ 

24,326,111 

$ 

$ 

24,326,111 

$ 

296,785 

$ 

27,580,000 


Warman Food, Centre Food 1, Centre Food 2, Westview Food, Martensville Food, Dalmeny Gas Bar, and 
Rosthern Gas Bar loans bear interest at the prime rate of 3.95% (2019 - 3.95%) and are repayable via an annual 
reduction in available credit. The loans are subject to certain non-financial covenants. The Co-operative believes it 
is in compliance with these covenants as at year end and have been in compliance since the loan start dates. The 
loans are unsecured. The available credit per year is as follows: 



Warman Food 
Store 

Centre Food 
Store 1 

Westview Food 

Store 

Martensville 
Food Store 

Centre Food 
Store 2 

2021 

$ 5,000,000 

$ 9,570,000 

$ 

15,000,000 $ 

8,000,000 

$ 8,910,000 

2022 

4,000,000 

7,656,000 


12,500,000 

7,000,000 

7,920,000 

2023 

3,000,000 

5,742,000 


10,000,000 

6,000,000 

6,930,000 

2024 

2,000,000 

3,828,000 


7,500,000 

5,000,000 

5,940,000 

2025 

1,000,000 

1,914,000 


5,000,000 

4,000,000 

4,950,000 

2026 

- 

- 


2,500,000 

3,000,000 

3,960,000 

2027 

- 

- 


- 

2,000,000 

2,970,000 

2028 

- 

- 


- 

1,000,000 

1,980,000 

2029 

- 

- 


- 

- 

990,000 


Dalmeny 

Rosthern 


Total 




Gas Bar 

Gas Bar 





2021 

$ 2,916,667 

$ 1,160,000 

$ 

50,556,667 



2022 

2,333,334 

580,000 


41,989,334 



2023 

1,750,001 

- 


33,422,001 



2024 

1,166,668 

- 


25,434,668 



2025 

583,335 

- 


17,447,335 



2026 

- 

- 


9,460,000 



2027 

- 

- 


4,970,000 



2028 

- 

- 


2,980,000 



2029 

- 

- 


990,000 



Federated Co-operatives Limited Colonsay gas bar loan was fully paid in 2020. 




The scheduled principal repayments on the long-term debt for the next five years and subsequent are as follows: 

2021 $ 

2022 

2023 

2024 

2025 6,878,776 

Subsequent payments _ 17,447,335 

$ 24,326,111 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


13. Share capital 


Authorized, unlimited @ $1 


2020 


2019 

Balance, beginning of year 

$ 

97,160,536 

$ 

90,998,019 

Allocation to members 


4,916,965 


9,554,031 

Cash from new members 


34,270 


35,830 

New members from The Watrous Co-operative Association Limited 


- 


2,497,594 

New members from Hepburn Co-operative Association Limited 


2,227,353 


- 

GST on allocation 


326,727 


311,447 

Shares transferred from reserves 


7,842 


12,970 



104,673,693 


103,409,891 

General repayment 


3,714,489 


3,377,112 

Shares transferred to reserves 


317,107 


330,001 

Withdrawals and retirements 


2,052,454 


1,903,788 

Withholding tax 


703,237 


638,454 



6,787,287 


6,249,355 

Balance, end of year 

$ 

97,886,406 

$ 

97,160,536 


14. Reserves and retained savings 




Statutory 

Reserve 


General 

Reserve 


Retained 

Savings 

2020 


2019 

Balance, beginning 
of year 

$ 

19,056,693 

$ 

84,730,272 

$ 

- 

$ 103,786,965 

$ 

90,088,835 

Net savings 
distributed to 
retained savings 






12,304,791 

12,304,791 


22,935,130 

Patronage allocation 


- 


- 


(4,916,965) 

(4,916,965) 


(9,554,031) 

Shares transferred 


309,265 


- 


- 

309,265 


317,031 

Reserve transfers 


635,926 


6,751,900 


(7,387,826) 

_ 


_ 

Balance, end of 
year 

$ 

20,001,884 

$ 

91,482,172 

$ 


$ 111,484,056 

$ 

103,786,965 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


15. Sales 


2020 2019 

Consumer Fuels 
Food 

Ag and Petroleum 
Liquor 

Home Centres 


$ 432,001,786 $ 426,470,577 


167,492,764 

145,865,080 

72,851,221 

25,422,175 

20,370,546 


177,494,828 

140,949,563 

64,391,755 

18,312,665 

25,321,766 


The Co-operative's business operations consist of five segments. All sales are to external customers and no 
single customer accounts for more than 10% of sales. 


16. Net interest 


Interest expense on 

- Short-term debt 

- Long-term debt 
Interest revenue 


2020 2019 


$ 9,630 

1,422,187 
(149,748) 

$ 1,282,069 


$ 2,216 
1,136,049 
(441,346) 

$ 696,919 


17. Lease to others 

The Co-operative leases property, plant and equipment to others. The lease Is classified as an operating lease 
and rental revenues are Included In operating and administration expenses. The cost of the property, plant and 
equipment held for leasing purposes Is $12,572,927 (2019 - $12,559,521) and the accumulated depreciation as at 
January 31,2020 Is $4,277,977 (2019 - $3,900,807). Revenue generated from operating leases Is $1,497,083 
(2019-$1,345,359). 


18. Pension pian 

The Co-operative participates In a multi-employer defined contribution plan whereby the Co-operative and 
participating employees contribute equal amounts up to the maximum allowed under the Income Tax Act. The Co¬ 
operative has no unfunded liability under this plan. During the year, the Co-operative recorded $2,015,355 (2019 - 
$1,684,394) of expense relating to the plan. There were no significant changes to the rate of employer 
contributions during the year. 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


19. Income taxes 

The Co-operative accounts for income taxes using the taxes payabie method. As a resuit, the Co-operative's 
income tax expense varies from the amount that wouid otherwise resuit from the appiication of the statutory 
income tax rates as set out beiow: 


2020 2019 


Savings before income taxes 

$ 12,718,511 

$ 26,249,820 

Expected income tax expense at the combined 

tax rate of 27% (2019 - 27%) net of the generai rate reduction 

3,433,998 

7,087,451 

Increase (decrease) in income tax expense resuiting from: 

Non-taxabie income and non-deductibie expense 

Patronage aiiocation to members of $4,916,965 (2019 - $9,554,031) 

Gain on amaigamation 

153 

(1,327,581) 

(1,410,651) 

2,680 

(2,579,588) 

(1,137,531) 

Income or expenses claimed in different periods for income 
tax purposes: 

Capital cost allowance in excess of depreciation 

Reserves for accounting purposes 

(299,199) 

30,898 

(4,787) 

(8,060) 

Other items that impact income taxes: 

Manufacturing and processing investment tax credit 

Use of losses carried forward from prior years 

Prior year tax adjustment 

(7,106) 

(6,792) 

(5,824) 

(39,646) 

(5) 

Income tax expense 

$ 413,720 

$ 3,314,690 


20. Subsequent events 


(a) Patronage allocation to members 

Subsequent to January 31,2020 the Board of Directors approved a patronage aiiocation to members in the 
amount of $4,916,965 (2019 - $9,554,031). 

(b) Share redemption 

Subsequent to January 31,2020 the Board of Directors approved a redemption of shares in the amount of 
$2,404,407 (2019 - $4,733,075). 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


20. Subsequent events (continued) 

(c) COVID-19 

Subsequent to year-end, there was a global outbreak of COVID-19, which has had a significant Impact on 
businesses through the restrictions put In place by the Canadian, provincial and municipal governments regarding 
travel, business operations and isolatlon/quarantine orders. At this time. It Is unknown the extent of the Impact the 
COVID-19 outbreak may have on the Co-operative as this will depend on future developments that are highly 
uncertain and that cannot be predicted with confidence. These uncertainties arise from the Inability to predict the 
ultimate geographic spread of the disease, and the duration of the outbreak, including the duration of travel 
restrictions, business closures or disruptions, and quarantine/isolation measures that are currently, or may be put, 
in place by Canada and other countries to fight the virus. 


21. Hepburn Co-operative Association Limited amaigamation 

On February 3, 2019, the Co-operative amalgamated with Hepburn Co-operative Association Limited (the 
"acquiree"). This amalgamation is accounted for using the acquisition method. This method results in the 
acquiree's identifiable assets acquired and liabilities assumed being measured at their acquisition date fair values. 
For amalgamations involving co-operatives, the consideration is deemed to be the amount of the acquiree's share 
capital at the acquisition date. The following is a summary of the fair value of the assets acquired and liabilities 
assumed in the amalgamation as well as the deemed consideration and calculation of the gain on amalgamation. 


Current assets 

$ 

2,550,083 

Property, plant and equipment 


7,031,746 

Goodwill 


10,526 

Other assets 


3,032,668 

Total net assets 

$ 

12,625,023 

Less: Total net liabilities 

$ 

5,173,035 

Deemed consideration 


2,227,353 

Gain on amalgamation 

$ 

5,224,635 


The Co-operative amalgamated with The Watrous Co-operative Association Limited on August 19, 2018 which 
resulted in a gain on amalgamation of $4,213,076. 


22. Contingency 

Certain claims are pending against the Co-operative. While it is not possible to determine the ultimate outcome of 
such actions at this time, it is management's opinion that the ultimate resolution of such matters will not have an 
adverse affect on the Co-operative's financial condition or results of operations. 
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The Saskatoon Co-operative Association Limited 
Notes to the Financial Statements 
For the Year Ended January 31, 2020 


23. Operating leases 

The Co-operative has entered into contracts for the ieasing of certain iand and buiidings. Lease terms expire 
between October 2020 and October 2037 with 5 year renewai options of one to four terms. Future committed 
minimum iease payments inciuding anticipated iease payments on ieases expected to be renewed, over the next 
five years amount to: 


January 31,2021 

$ 2,342,683 

2022 

2,348,056 

2023 

2,353,591 

2024 

2,379,353 

2025 

2,385,224 


Occupancy costs are in addition to the future committed minimum iease payments. 

24. Comparative figures 

Certain comparative figures have been reciassified to conform to current yearfinanciai statement presentation. 
This did not affect prior year earnings. 
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